FOR THE COUNCIL MEETING OF JUNE 16, 2015 


COUNCIL AGENDA REPORT 
June 16, 2015 
TO: City Council 
FROM: City Manager 


SUBJECT: AMENDMENTS TO THE ADOPTED 2015-16 CITY BUDGET 
(SECOND YEAR OF THE APPROVED TWO-YEAR BUDGET) 


RECOMMENDATION: 


That the City Council adopt a resolution approving amendments to the 2015-16 City 
Budget. 


BACKGROUND: 


Last year, the City Council adopted two one-year budgets covering the period July 1, 
2014 to June 30, 2016. At that time, staff indicated it would be necessary to revisit the 
adopted 2015-16 budget plan during the mid-cycle review and to make any appropriate 
amendments to the budget based on unforeseen events, changes in the economy and 
unanticipated operational needs. Staff has since-then reassessed operational needs 
and has reevaluated both State and local economic conditions and is bringing forward, 
for City Council's consideration, budget amendments for the 2015-16 budget year. 


SUMMARY: 


The previously adopted 2015-16 appropriations for All Operating Funds totaled $150.9 
million; the recommended Mid-Cycle 2015-16 appropriations total is proposed to be 
$158.5 million — an increase of $7.6 million. Almost three-quarters of this increase is 
attributed to an increase in General Fund-related appropriations as indicated below. 


In the General Fund, the previously adopted appropriations were $58.1 million; the 
recommended Mid-Cycle 2015-16 appropriations total is proposed to be $63.7 million — 
an increase of $5.6 million. Eighty percent (80%) of these increases are attributed to 
the following three areas: 1) $1.7 million in previously negotiated salary and benefits 
enhancements (included CalPERS pension-related cost increases); 2) a one-time 
transfer of $1.3 million to the business equipment fund (of which, there are one-time off- 
setting revenues by way of the triple-flip reimbursement); and 3) $1.2 million in 
increased costs associated with an array of both capital and operating charges from 
internal service funds to the General Fund. 


Previously adopted ongoing General Fund revenues (before Local Economy 
Augmentation Fund [LEAF] transfers) for the 2015-16 budget were estimated to be 


$56.5 million; staff is recommending the Mid-Cycle revenues be adjusted to $60.1 
million (before LEAF transfers) — an increase of $3.6 million. Staff recommends 
increasing the LEAF transfer in 2015-16 by an additional $2.4 million above the 
previously authorization of $1.2 million. Accordingly, without the use of one-time LEAF 
resources, the General Fund would have an outstanding budget deficit of $3.6 million 
for 2015-16 as shown below: 


General Fund Revenues $60,144,240 
General Fund Appropriations 63,706,340 
Estimated Deficit ($_3,562,100) 


Staff is proposing to use the aforementioned LEAF reserve to help balance next year’s 
General Fund budget resulting in the remaining balance in the LEAF Reserve, at June 
30, 2016 to be an estimated $2.7 million. 


LEAF Reserve Balances By Fiscal Year 
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For 2015-16, proposed personnel recommendations bring City-wide staffing totals to 
490 authorized full-time positions and 81 part-time employees, for a total of 571 
authorized positions. The proposed staffing for 2015-16 brings the full-time employee- 
to-population ratio for the City up to 4.80 employees per thousand residents — a slight 
increase from the 4.75 employees per thousand in 2014-15. 


Effective the beginning of the July 25, 2015 payroll, all limited-service positions are 
being recommended to receive a three percent (3%) cost-of-living adjustment. In 
addition, as of January 1, 2016, the California minimum wage is mandated to increase 
to $10.00 per hour. All limited-service hourly wages (that are currently below the $10.00 
per hour range) will be adjusted to meet this minimum wage mandate. 


For the General Fund, in 2014-16, there are 358 positions and 41 part-time positions 
proposed for a total of 399 positions. Of the full-time General Fund positions, the Police 
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and Fire budgets comprise 234 positions or 65 percent (65%). And of the 490 full-time 
authorized positions City-wide, the two public safety departments comprise 48 percent 
(48%) of all full-time positions. 


The overall “net” City-wide impact of these proposed staffing changes recommended 
herein, will result in seven new full-time positions: three new Police Officers and an 
Assistant Identification Technician in the Police Department, a Water Quality Programs 
Manager, a Public Works Operations Manager and a Building Permit Technician. Full- 
time and part-time positions by department are summarized on Attachment B of this 
staff report. Attachment B also shows the previously authorized 2015-16 allocations 
and the proposed personnel changes for 2015-16. 


ECONOMIC OUTLOOK: 


The national economy shrank in the first quarter of calendar year 2015 as bad weather 
took a heavy toll for the second straight year. The economy contracted by a 0.7 percent 
(0.7%) annual pace. This was down sharply from the fourth quarter's pace of 2.2 
percent (2.2%). Since the recession ended about six years ago, growth has averaged 
2.1 percent (2.1%), which is low by historical standards. In the 1990’s, economic 
growth averaged around four percent (4%) per year. The Federal Reserve and other 
experts have consistently underestimated the weakness in the recovery, now nearing 
six years. One of the biggest reasons behind that, is the slowdown in productivity 
growth in recent years — something that the Federal Reserve can’t do much about to 
improve. 


The labor market is looking more upbeat with the national unemployment rate at 5.4 
percent (5.4%) compared to ten percent (10%) six years ago. But the jobless rate is still 
a full percentage point higher than before the recession. According to national reports, 
the number of Americans who have to work part-time for economic reasons has 
declined in the past year, but is still higher than pre-recession levels. Locally, Santa 
Maria’s unemployment rate has declined to 7.2 percent (7.2%) versus a low of 6.5 
percent (6.5%) in 2006, prior to the recession. The City’s unemployment rate, while 
lower than the recessionary level of nearly 15 percent (15%), continues to surpass the 
County, State and Nation as illustrated in the below chart. 


UNEMPLOYMENT RATES 
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In many parts of the State, there has been an upturn in home sales and values. Home 
prices in the metro Los Angeles area have climbed 5.8 percent (5.8%) in the last 12 
months. Nationally, prices are up 4.2 percent (4.2%). Still, housing is rising at a much 
slower pace than before the recession. Many economists say that’s a healthy thing as 
buyers are better able to keep up with monthly payments. However, there are concerns 
that prices are again climbing faster than incomes. 


According to local reports, the median home value in Santa Maria is currently $315,000 
and has gone up over 10.2 percent (10.2%) over the past year and are projected to 
increase about six percent (6%) next year. The median rental price in Santa Maria right 
now is approximately $1,670. The chart below shows the historical home values prior to 
the recession to the current period and indicates that there is an upward trend. 


Home Values 
$500,000 ———__—— | 
$450,000 
$400,000 
$350,000 


= pt. 102° 03-04 905 O68 ‘OF (0608 10 91% “A2e43 «14 
GAverage Price 
m Median Price 


Consumer spending, which accounts for almost 70 percent (70%) of the U.S. economy 
is expected to rise, albeit more slowly than in the past few years. Consumers are 
trending on the cautious side in spending. Although gas prices are down about 33 
percent (33%) from a year ago, they began rising in February and could make 
consumers hesitant to spend more. However, strong sales of new automobiles is the 
continuing bright spot in consumer spending. With the average age of vehicles on the 
road higher than ever, there is substantial pent-up demand for new models. Vehicle 
demand remains a mainstay for factories. Purchases of cars and light trucks recently 
rose to a 17.1 million annualized rate compared to 16.2 million a year earlier. 


As far as the State of California is concerned, the State’s fiscal condition has been 
improving dramatically over the past few years and the State is on its most stable fiscal 
footing in well over a decade. Combined, the State’s “Big Three” revenue sources of 
personal income taxes, corporate income taxes and sales taxes are currently $1.3 
billion above the administration’s most recent year-to-date projections. These three 
revenue sources make up over 95 percent (95%) of California General Fund revenue, 
led by personal income tax. However, the State must plan to ensure that the budget will 
remain balanced after the temporary Proposition 30 increase in sales tax and personal 
income tax rates expire. What is concerning is that the quarter-cent increase in sales 
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tax (Prop 30) will expire at the end of 2016 and the increase in personal income tax will 
expire at the end of 2018. 


At the local level, the majority of the City's economy-driven revenues such as property 
and sales taxes are projected to increase moderately over the next fiscal year. These 
two revenue sources combined, make-up approximately 61 percent (61%) of total 
General Fund revenues. Property tax is expected to increase almost four percent (4%) 
over the previously approved 2015-16 budget. Excluding the one-time settle-up from 
the payoff of the Proposition 57 State bonds (as explained below), sales tax is expected 
to increase three percent (3%) over original projections. 


2015-16 General Fund Revenues 


The recommended adjustments for all General Fund revenues, by category, including 
the transfer from the LEAF Fund, are as follows: 


General Fund Revenues 


Estimated As Originally 


Actuals Adopted Recommended Proposed 

Description 2014-15 2015-16 Adjustments 2015-16 
Taxes $42,730,650 $43,141,170 $ 2,294,800 $ 45,435,970 
Licenses, Permits 2,483,490 2,337,400 71,850 2,409,250 
Revenue from Use of Money 746,540 773,690 49,040 822,730 
Intergovernmental 1,321,340 766,050 148,530 914,580 
Charges for Services 6,199,770 4,540,710 1,064,250 5,604,960 
Other Revenues & Transfers In 4,294,140 6,183,310 2,335,540 8,518,850 

Total $57,775,930 $57,742,330 $ 5,964,010 3 63,706,340 _ 


The increase of approximately $2.3 million in taxes is primarily due to projected 
increases in sales tax, which has been increasing for the past few years and includes a 
one-time $1.3 million true-up reimbursement resulting from the payoff of the State 
Proposition 57 bonds issued in 2004 otherwise known as the “triple flip”. Gains in all 
sales tax categories confirm that California’s economy continues to mend. Continued 
strong demand for new autos is the primary driver in increased sales taxes. Restaurant 
sales posted strong sales, increasing approximately six percent (6%) over the last year. 
Building and construction is also projected to increase five percent (5%) due to greater 
building activity. These increases are partially offset by a thirteen percent (13%) decline 
in sales tax from fuel and service stations due to declining fuel prices. Sales tax is 
budgeted at $21.4 million, which includes an approximate $1.3 million in a one-time 
reimbursements as a result of the payoff of the Proposition 57 bonds. 


Property tax revenues are beginning to increase at a moderate pace. Property tax 


revenues increased by 2.3 percent (2.3%) from fiscal year 2012-13 to 2013-14 and are 
expected to increase by approximately four percent (4%) in 2014-15. The State 
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Assessor's Office authorized County assessors to increase the Proposition 13 property 
values by 1.998 percent (1.998%) for 2015-16. Property tax revenues for 2015-16 are 
expected to generate $15.9 million, almost four percent (4%) more than the expected 
amount of $15.4 million in 2014-15. This increase includes additional construction and 
the Section 51 recaptures under Proposition 13. 


The million dollar increase in Charges for Services is primarily due to an anticipated 
increase in Non-Hazardous Hydrocarbon Impacted Soils (NHIS) receipts over the 
original budget. The improving economy and land values have encouraged oil 
companies to clean up a number of sites throughout the region resulting in a significant 
increase in this revenue source. 


And finally, with regard to Transfers-In, the original budget projected using $1.2 million 
in LEAF reserves to balance the budget. With the anticipated increase in appropriation, 
staff is recommending an additional $2.4 million be used to help bridge the financial gap 
in the General Fund; thereby leaving a projected balance of $2.7 million in the LEAF 
fund balance at June 30, 2016. 


2015-16 General Fund Appropriations 


Recommended adjustments to the 2015-16 Mid-Cycle Appropriations in the General 
Fund reflects a $5.6 million increase over the previously adopted budget. The proposed 
General Fund appropriations for 2015-16 are $63.7 million, which is $5.6 million greater 
than previously adopted. As mentioned previously, the primary reason(s) for the 
proposed increase in appropriations are due in part to increased personnel-related 
costs, a one-time transfer to the business equipment internal service fund, and an array 
of internal service fund cost allocation charges to the General Fund. 


During the last round of negotiations, the City Council authorized salary and benefit 
increases to all employee groups. As a result, the proposed increase in personnel- 
related appropriations in 2015-16 consists of $1.2 million in merit and previously 
negotiated compensation increases; approximately $550,000 in new CalPERS and 
medical insurance-related costs; and $430,000 in new full-time positions. 


The other significant proposed increases in the General Fund include approximately 
$1.2 million in additional cost-allocations charges to the General Fund from the internal 
service funds; namely, $500,000 from the Worker's Compensation Fund, $291,000 from 
the Radio Fund, $204,000 from the Business Equipment Fund, $125,000 from the 
Library Fund, and $50,000 from the Liability Fund. These transfers reflect the General 
Funds’ proportionate share of those funds’ anticipated expenses. In fact, over the last 
seven years, because of the economic impact of the recession, the City has had to 
defer the aforementioned cost allocations to the General Fund in order to help balance 
the General Fund budget. One fund specifically, the Business Equipment Fund, had 
approximately $1.3 million in deferred cost allocations since 2008-09 from the General 
Fund. 
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Back in 2008, the fund balance in the Business Equipment Fund was $7.3 million. As of 
June 30, 2015, the projected fund balance in this fund is anticipated to be down to $3.8 
million, almost half of what it was seven years ago. And since the City has significantly 
increased its business and technology resources (especially in the police department) 
over the last couple of years, there’s become a growing need to replenish this fund’s 
reserves. Consequently, this replenishment of $1.3 million is predicated on the City 
receiving a similar amount in one-time revenue from the State of California by way of 
the “tripe flip” reimbursement. 


The “triple flip” was enacted back in March 2004, when the voters of California approved 
Proposition 57, the California Economic Recovery Bond Act. The measure authorized 
the issuance of $15 billion in “Economic Recovery Bonds” to close the State's operating 
deficit. Under Proposition 57, the bonds are repaid from a dedicated 0.25 percent 
(.25%) increase in the State sales and use tax. However, the State reduced the City’s 
portion of sales and use tax (imposed by Bradley-Burns Uniform Sales Tax Jaw) by a 
corresponding 0.25 percent (.25%), resulting in no net impact on the total rate and 
reimburses the City with a transfer of local property tax revenues. This mechanism was 
known as the “triple flip” — a shifting of sales, use and property taxes. Since the triple 
flip reimbursements are one quarter behind, the City will see a one-time $1.3 million 
increase in net sales tax revenue in 2015-16. Therefore, staff is proposing to transfer 
this one-time revenue source to the business equipment fund to make-up for decreased 
cost allocations during the past seven years and to ensure adequate resources are in 
the business equipment fund for future replacement purposes. 


The following table presents, by department, the originally proposed 2015-16 General 
Fund budget contained in the two-year financial plan (adopted in June, 2014), and the 
Mid-Cycle recommended adjustments to the 2015-16 General Fund Budget. 


General Fund Appropriations 


Estimated As Originally 


Actuals Adopted Recommended Proposed 

Department 2014-15 2015-16 Adjustments 2015-16 
Police $ 23,570,280 $24,022,700 $ 2,025,810 $ 26,048,510 
Fire 9,479,040 9,396,630 554,040 9,950,670 
Public Works 2,425,090 2,544,790 281,430 2,826,220 
Recreation & Parks 8,562,940 8,666,960 521,600 9,188,560 
Community Development 2,764,260 2,847,840 246,580 3,094,420 
City Attorney 1,143,920 1,146,260 63,960 1,210,220 
City Manager 2,569,560 2,591,770 353,980 2,945,750 
Administrative Service 6,652,490 6,684,500 1,569,990 8,254,490 
Mayor & Council 170,870 185,960 1,540 187,500 
Total $ 57,338,450 $58,087,410 $ 5,618,930 $ 63,706,340 
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Of the $5.6 million in proposed appropriation increases in 2015-16, approximately $3 
million are proportionally allocated throughout each department by way of $1.2 million in 
merit and compensation increases; $1.2 million in cost allocations; and $550,000 in 
CalPERS pension and medical insurance related increases. The previously mentioned 
one-time transfer of $1.3 million from the General Fund to the Business Equipment 
Fund can be found in the proposed increase in appropriations in the Department of 
Administrative Services. Other noteworthy increases in General Fund appropriations, 
not otherwise mentioned previously, are explained below, by department. 


Police Department 

In addition to the aforementioned costs, the increase in recommended appropriations is 
primarily due to the addition of three new police officer positions. Currently, three patrol 
officers have the collateral assignment of being a Beat Coordinator. With the addition of 
these three new positions, the department would be able to have three full-time Beat 
Coordinators assigned to carry out the City’s philosophy on Community Oriented 
Policing and serving as a bridge between patrol officers and community members. A 
key component of their assignment will be to help address “quality of life” type of issues 
associated with homelessness, panhandling, neighborhood and/or business concerns. 
In addition to these new positions, the department is also increasing the full-time 
complement by one Assistant Identification Technician and reducing their complement 
of vacant Reserve Police Officer positions and Certified Dispatcher Aide positions in 
order to finance the new technician position, as well as upgrade a Police Records 
Technician position to a Senior level classification in order to provide supervision to 
Records personnel when the department extends its hours of operation in Records into 
the evening hours. 


Recreation and Parks Department 

Staff is recommending a parity/equity adjustment for the Park Services Officer (PSO) 
and associated classification series. Currently, the PSO classifications are required to 
have standing as a California Peace Officer which requires them to undergo rigorous 
training in order to perform the functions of their job. PSOs are used to augment the 
Police Department and respond to incidents that do not require emergency Police 
response, thereby allowing Police Officers to remain available for more high-risk calls. 
In addition, PSOs patrol City parks and public facilities, enforce applicable City 
ordinances, government codes, and State laws, thereby ensuring public safety within 
the City. Accordingly, based on their current job duties and level of responsibilities, staff 
has concluded that an equity/parity adjustment is warranted. 


Community Development 

To address succession planning, staff is recommending a slight reorganization within 
the Planning Division that will include the upgrade of a Planner Ill position to a Principal 
Planner and the upgrade of a Planner Il position to a Planner Ill. The proposed 
upgraded positions will allow the department to take on special projects that require a 
higher level of management involvement. The creation of the Principal Planner position 
would also re-establish a middle management level position to ensure that the division 
operates as efficiently as possible. The reclassification of a Planner Ii position to a 
Planner Ill will also allow the division to handle more complex discretionary projects as 
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well as make contributions to advanced planning assignments and provide an avenue 
for succession planning in the Planner classification series. Staff also recommends 
reducing the complement of limited service Temporary Planner positions to assist in 
financing this proposed reorganization. In addition, with the ever-increasing 
development activities and associated work volume, staff is also recommending the 
upgrade of a part-time Clerk II position to that of full-time Building Permit Technician. 


City Manager's Office 

Staff is recommending an increase in contractual services to retain two outside 
consultants. Currently, over 80 percent (80%) of department heads and nearly 70 
percent (70%) of management staff are eligible or will be eligible to retire within the next 
five years. Because of this fact, and in light of the challenges that the Public Employees 
Pension Reform Act (PEPRA) places on new hires, there’s become a growing need to 
have existing personnel prepared to promote into managerial and supervisorial roles 
when called upon. To address this concern, staff is requesting $80,000 in additional 
appropriations to contract with the Centre for Organization Effectiveness to formulate a 
leadership program geared toward supervisory and leadership development of existing 
staff. This program will be designed to improve the leadership skills of lead-workers, 
supervisors and managers by way of developing a multi-level coursework that is 
sustainable, contemporary and progressive. 


Staff is also recommending $30,000 in contractual services to hire an outside consultant 
to conduct a demographic-related assessment and other associated work as it relates to 
election and voting rights-related matters. 


Administrative Services Department 

As mentioned previously, the majority of the increase in proposed appropriations is due 
to the one-time transfer of $1.3 million from the General Fund to the Business 
Equipment Fund. This transaction is revenue off-set by a corresponding increase in 
sales tax by way of the “triple flip” reimbursement. Additional appropriation increases in 
the Department of Administrative Services also reflects an increase of $125,000 in 
operating transfers to the Library to help finance increased operational costs due to 
salary and compensation increases. 


In addition to the above, staff is recommending a couple of personnel changes in the 
department as well. The current personnel structure in the utility billing operations has 
been in place since the late 1990s when the division was providing service to 10,000 
utility billing customers. Today, the customer base has more than doubled, staff has 
increased by fifty percent (50%), and technology has made considerable 
advancements. In response to these factors, staff is recommending two reclassifications 
be brought forward: 1) the Utility Billing Supervisor to that of Utility Billing Manager in 
recognition of the incumbents increased duties and responsibilities associated with 
designing and leading the effort to modernize the department's utility billing operations, 
and 2) the Accounting Technician Il to Accounting Technician Ill based on the 
incumbent's journey-level assignments. In addition, staff is also recommending the 
upgrade of a Customer Service Clerk position to that of Finance Clerk. And finally, staff 
recommends increasing the part-time complement in the Special Projects Division by 
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one Account Clerk Aide to provide clerical, administrative, and technical support to the 
division. The level of work in the division has become more complex and labor intensive 
due to Federal, State and County regulations. Clerical functions could be done by an 
entry level employee, allowing the division to operate more efficiently and free-up staff 
time for more complex and detailed assignments. 


City Attorney’s Office 

To address one of the City Council’s priorities as it pertains to community aesthetics, 
staff recommends increasing the limited-service complement by one Provisional Officer 
to assist on the weekend and evening code compliance activities. This new position will 
work predominately on weekends and during evenings citing municipal code violators, and 
helping to eliminate blight, reduce traffic congestion, and eliminate noise and other 
disturbances. The result of such a new position would hopefully increase property values 
and address neighborhood and business concerns. 


Public Works/Streets 

In the Streets & Facilities Division of the Department of Public Works, staff is proposing 
a minor reorganization to improve efficiency, service, and lines of supervision. Staff is 
recommending the reclassification of the Streets & Facilities Supervisor to that of Public 
Works Operations Manager, in recognition of the incumbent's assigned duties and 
responsibilities. The incumbent currently is responsible for the Streets and Facilities 
Division, which encompasses concrete and asphalt maintenance, signal and streetlight 
maintenance, striping and painting of streets, and signs maintenance. In addition, the 
position is responsible for the activities of City buildings and facilities maintenance. 
Consolidating the responsibilities for managing Public Works operations, including the 
Fleet Division, under the proposed Public Works Operations Manager would provide for 
more efficient service delivery and service to internal and external customers. !n 
addition, because of the growing number of facilities that are operated and maintained 
by this Division, staff proposes the establishment of a new full-time Facilities Supervisor 
position to directly oversee City buildings and facilities maintenance. This reorganization 
would create the Streets, Facilities and Fleet Services Divisions, each with a 
responsible supervisor within Public Works operations who would report to the 
reclassified Public Works Operations Manager. This would increase efficiency, quality 
control and service, improve lines of supervision and communications by having a 
single responsible manager — it also provides an avenue for succession planning. In 
addition to these personnel changes, staff is also recommending the reclassification of 
an Account Clerk II position in the Streets & Facilities Division to that of Secretary in 
recognition of the duties and responsibilities the incumbent is currently performing. 


Measure U: 


Measure U revenues for 2015-16 are anticipated to be approximately $4.2 million, with 
appropriations proposed to be $4.5 million. Approximately $4 million (or 90 percent) of 
all appropriations are public safety (police and fire) related. Since proposed Measure U 
appropriations in 2015-16 are anticipated to exceed Measure U revenues, the fund 
balance will help bridge this financial gap as on the next page. 
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MEASURE U FUND ANALYSIS 


As Originally 

Projected Proposed Recommended Proposed 

2014-15 2015-16 Adjustments 2015-16 
Beginning Fund Balance $ 754,740 $ 594,990 
Projected Revenue $ 4,156,000 $ 4,006,930 $ 170,270 $ 4,177,200 
Projected Expenditures 
Police 1,950,120 $ 2,099,770 $ 65,870 $ 2,165,640 
Fire 1,968,000 1,741,050 138,640 1,879,690 
Recreation & Parks 145,000 154,350 8,350 162,700 
Library 69,000 57,790 31,550 89,340 
City Attorney 75,000 73,200 29,070 102,270 
Admin. Services 108,630 108,730 108,730 

Total Expenditures $ 4,315,750 $ 4,234,890 $ 273,480 $ 4,508,370 

Ending Fund Balance $ 594,990 $ 263,820 


As Council is aware, previously approved financing for Measure U public safety-related 
expenses have included the operational costs associated with Fire Station No. 5, a 
Deputy Fire Chief, a Police Commander, seven Police Officers, five Police Sergeants, a 
Crime Analyst, a Dispatcher, and one part-time Emergency Services Coordinator. In 
total, these public safety-related positions and operational expenses account for the 
vast majority of Measure U resources. The recommended increase in appropriations in 
2015-16 reflect previously negotiated salary and benefits enhancements (including 
CalPERS pension-related cost increases) as well as the additional costs associated 
with upgrading the previously authorized Battalion Chief to that of Deputy Fire Chief 
(which was approved by Council back on February 17, 2015). 


In addition to the above, Council previously authorized $285,340 in 2015-16 for five 
limited service employees in the Library, one Senior Parks Services Officer, one Code 
Compliance Officer, one limited service employee to assist in the Police Activities 
League (PAL) Program, as well as two limited service employees to enhance the City's 
Graffiti Abatement Program. The increase in appropriations in the Library is also 
attributed to the need to budget for increased utility (electric and gas) charges. This 
increase is consistent with action taken earlier this fiscal year when Council approved a 
similar budget amendment for the Library to account for increased utility charges. 


In light of Measure U-related expenses exceeding ongoing revenues, staff will be 
reassessing Measure U’s operational cost during 2015-16 in an effort to ensure that 
expenses do not continue to exceed revenues. 


Enterprise Funds: 


The proposed 2015-16 budget for all enterprise operations reflects changes totaling 
$1,389,580 or approximately 1.7 percent (1.7%). Accordingly, aside from the 
anticipated salary-related, pension-related, and cost allocation expenses, the following 
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are some of the other more noteworthy variances and/or changes from the previously 
adopted 2015-16 budget. 


Water/Wastewater 

For the Water/Wastewater Division of the Utilities Department, staff is recommending 
the creation of two new classifications, a Wastewater Operator classification and a 
Water Quality Programs Manager classification. The establishment of the Wastewater 
Operator classification would address the operation and certification deficiencies the 
City is currently encountering within the Water Resources Operator classification, as the 
Water Resources Operator classification does not encourage certification advancement 
beyond a Grade 1 certification in wastewater. The proposed new classification would 
require compliance with State regulations and the classification would require that 
operators advance to the highest working level within the series, and the attainment of a 
Grade 2 certificate in wastewater. The proposed position would also address current 
disparity in salaries between Water Resources Operators and other positions within the 
Division. Accordingly, the new proposed classification would have a lower pay range 
consistent with industry standards and new Wastewater Operators will be hired through 
attrition. 


Staff is also recommending the establishment of a Water Quality Programs Manager 
classification. With the myriad of Federal, State and local water regulations, the City’s 
water quality program has been significantly growing on a continuous basis over the last 
several years. Currently, only one staff person, a Regulatory Compliance Specialist, is 
responsible for overseeing the City’s water quality and compliance programs. In order to 
ensure program oversight and appropriately ensure the City’s water quality program is 
in compliance with all mandated regulations, staff recommends creating an exempt level 
manager position to oversee the program. This new position would provide more 
adequate personnel resources to administer this program while also creating an 
opportunity for succession planning. 


In an effort to increase flexibility and customer service, staff recommends converting 
(through attrition) two Customer Service Representatives to Water System Operator | 
positions. While the Customer Service Representatives handle tagging and customer 
service related inquiries, the Water System Operator | position includes maintenance 
and repair of all water distribution components in addition to the customer service 
aspect, which allows for greater flexibility within the Water Resources Division. 


Transit 

For the Transit Fund, staff is proposing increasing the capital cost of contracting by 
$300,000. This accounting practice is allowed by the Federal Transit Administration 
(FTA) to enable local agencies to capitalize contract maintenance costs from operating 
and maintenance contracts. By capitalizing the maintenance costs, the Transit Fund is 
able to reduce its operating costs and thereby increase its farebox recovery ratio. In 
addition to the capitalization of maintenance contracts, staff is also proposing to 
increase its appropriations by $53,600 for additional bus stop improvements throughout 
the City. 
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The anticipated reduction in Transit revenues are primarily due to less revenues 
received by way of the Transit 200 Breeze Route (which runs from Santa Maria to 
Lompoc, Buellton and Solvang) and a decrease in anticipated Local Transportation 
Funds (LTF) as a result of declining gas prices and consumption at the State level. 


Radio/Technology 

With the onset of the new Police Department facility on Betteravia Road, along with the 
new state-of-the-art 700 MHz trunked radio communication system, staff is 
recommending that a new enterprise fund be set-up called the Radio/Technology Fund. 
The purpose of this fund is to account for, and house in one location, the costs and 
anticipated revenues associated with the new 700 Mhz trunked radio communication 
system. 


Staff is proposing appropriations of $500,000 for the technical support services needed 
for this new system. Revenues to support these services will be made available by not 
only charging other operating departments, by way of cost allocations, but also other 
outside users of this system. Total internal cost allocations for the replacement of the 
core of the radio system will total $109,500, with internal radio subscription rate charges 
to the other funds generating another $354,000 in revenues. While the Police and Fire 
Departments will be allocated with the majority of these costs, the total costs to be 
appropriated to the General Fund is anticipated to be $291,000 (based on the number 
of radios in each department). Staff has been in discussions with other municipalities 
and school districts that have shown an interest in partnering with the City on this 
project, and as partner agencies come on board, more resources would be made 
available to help offset operational costs. In addition to the radio project, other 
technology-related projects that could be affiliated with this fund include the co-location 
of (computer) servers from outside agencies in the new police facility and the potential 
to complete the City’s fiber optic loop and partner with nearby businesses on the use of 
such resources. 


Special Revenue Funds: 


The recommended budget for 2015-16 for all Special Revenue Funds is proposed to 
increase by $315,000. In addition to Measure A-related expenses and increased 
Library-related expenses, two of the more noteworthy increases include 
recommendations to appropriate $103,000 from the Business Attraction Loan Fund for 
the construction of a City monument sign (along the southbound Highway 101 and 
Highway 135 corridor), and a $25,000 contribution for the reestablishment of a US 
Customs Office at the Santa Maria Public Airport District. The latter, is being brought 
forward for Council’s consideration as a policy issue (and discussed more at the end of 
this report). 


Santa Maria is one of the only cities in the bi-county area that does not have a welcome 


sign notifying travelers that they are entering the City. Staff recommends erecting a 
monument sign welcoming travelers into the City along the southbound portion of 
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Highway 101 near the Highway 135 off ramp. The City has already secured CalTrans 
approval for the location of the monument sign and recommends that Council authorize 
using Business Attraction Loan Fund proceeds to finance the cost of erecting the sign. 


In the area of Library services, the only recommended personnel change is a 
recommendation to upgrade a Library Assistant | position to that of Library Assistant Il. 
In addition to being the Outreach Coordinator for the Library, this position will also 
supervise the Volunteer Program and Library Pages (that set-up Shepard Hall for public 
use) as well as serving as liaison to both the Friends of the Santa Maria Public Library 
and the newly formed Library Foundation. 


Landscape Services, Mitigation and Grant Funds: 


The only significant item in the Landscape Districts is the cost increase associated with 
tree trimming maintenance due to the adoption of Senate Bill 7. Senate Bill 7 states that 
charter cities will lose all State funding if prevailing wages are not paid in maintenance 
projects valued over $1,000. This bill will impact the City's tree maintenance program 
which includes over 40,000 trees located within the City’s right of way. The Bill's 
passage will result in increased tree trimming costs by an estimated 33 percent or 
$165,000. The City currently budgets $300,000 in Gas Tax funds and $185,000 in 
Landscape District funds for tree trimming maintenance. Consequently, staff 
recommends increasing the Gas Tax budget by $100,000 and the Landscape District 
budget by $65,000 to finance the required prevailing wage increase. 


Capital Projects Funds: 

The most significant increase in appropriations in the Capital Projects Funds is 
attributed to the cost of a new Computer Aided Dispatch and Records Management 
System (CAD/RMS). Staff estimates the cost of this new equipment to be approximately 
$2.5 million and recommends lease financing the procurement of this equipment. This 
project will replace the current system which is over ten years old. In addition to the 
operational benefits it will bring to the Police Department, this new system will also 
place interactive computer systems in Fire apparatus (similar to those in police vehicles) 
thereby enabling Fire personnel to directly query CAD/RMS to aid in anticipating what 
they will encounter on scene. In addition, this new technology will also help facilitate the 
automatic aid arrangement the City is trying to establish with the County of Santa 
Barbara for fire and medical emergency-related responses in the southern most portion 
of the City. 


In addition to the increase in appropriations for the CAD/RMS acquisition, staff is also 
recommending the following additional increases in appropriations: 


o $105,000 for contractual services associated with updating the tenant 
improvement plans for the old Main Library building; 

o $100,000 to replace gas heaters for the Paul Nelson Aquatics Center; 

o $75,000 to fund the acquisition and construction of restrooms at Oakley Park; 
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o $42,000 for the design work associated with Buena Vista Park; and 
o $20,000 for costs associated with tenant improvements in the soon-to-be vacated 
dispatch and men’s (Police) locker room areas. 


Revenues in the Gas Tax & Local Transportation Funds are expected to decline by 
approximately $400,000 in 2015-16. This is due primarily to falling gasoline prices and 
consumption as well as “true-ups” under the fuel tax swap system. The Fuel Tax Swap 
of 2011 enacted by the State eliminated the state sales and use tax on gasoline (but not 
the general purpose local amounts), and instead established a variable excise tax rate 
per gallon. Under this “Swap”, the State Board of Equalization (BOE) annually adjusts 
the excise tax rate (currently $0.36 cents) to try to match what fuel tax revenues in the 
forecast year would have been had the Swap not occurred. Later, when the actual 
amount of gallons sold and taxable sales are known for a year, the BOE must “look 
back” and “true up” for any over or under collection of revenue compared to what the 
sales tax rate would have garnered. This “true up” is factored into the rate set in 
subsequent year(s). As a result of the BOE’s fuel tax analysis from the prior year, the 
BOE reduced the excise tax from $0.36 to $0.30 per gallon effective July 1, 2015 
thereby resulting in a decrease in City gas tax and local transportation funds. 


And finally, the decrease of approximately $1.8 million in revenues in the 
Developer/Grant Street Projects Fund is attributed to the advancement of Prop 1B 
funding to finance the completion of the Union Vailey Road construction project. 


Internal Service Funds: 


Due to increasing liability claims and worker's compensation claims, staff is proposing 
increasing cost allocations to the insurance funds by $100,000 for the Liability Insurance 
Fund and $500,000 for the Worker's Compensation Fund. These increases are 
consistent to action taken earlier this fiscal year when Council approved similar budget 
amendments to increase both of these funds as a result of bad claims history and the 
need to have adequate resources in these funds. And finally, the additional $251,000 in 
the Equipment Fund is to cover the cost associated with replacing over 140 Library 
computers and some copiers that have been in operation since 2008. 


POLICY ISSUE FOR COUNCIL'S CONSIDERATION 


From 2006 through early 2009, a US Customs Office was located at the Santa Maria 
Public Airport and provided an entry point for aircrafts arriving from outside the United 
States. In 2009, due to the lack of exposure, the lack of locally based aircrafts with 
international travel, and because of the downturn in the economy, the US Customs 
Office at the Airport closed. However, over the last few years, there have been 
numerous discussions amongst various parties interested in reestablishing a US 
Customs Office at the Airport. Recently, Windset Farms has come forward and has 
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offered to contribute $75,000 annually toward reestablishing this service (See 
Attachment E). 


It's staffs understanding that the cost of reestablishing a US Customs Office at the 
Airport is approximately $185,000 annually. Prior to the US Customs Office closing, the 
US Customs Office generated approximately $15,000 in annual revenues for the Airport 
District. City staff has been in discussions with Airport District representatives, as well 
as with the Chamber of Commerce, about the possibility for reestablishing this service. 
Staff views the reestablishment of a US Customs Office at the Airport as an opportunity 
to showcase the Santa Maria Public Airport and especially the adjacent business park 
to prospective businesses. 


The City has recently been requested to contribute $25,000 toward the effort of 
reestablishing a US Customs Office. With Windset Farm's contribution of $75,000, the 
City’s $25,000, and the potential of approximately $15,000 in revenue generated by the 
Customs Office (based on past experience), then the remaining $70,000 would be up to 
the Airport District to finance. Accordingly, should the City Council concur with this 
request, this item would then be considered by the Airport District Board of Directors. 


In a somewhat related matter, the City has been working closely with Windset Farms 
representatives to have Windset self-assess their use tax on all existing and new capital 
acquisitions. Windset Farm’s ability to self-assess their use tax obligation should 
increase the City’s use tax receipts, which would more than off-set the City’s $25,000 
financial contribution being considered by the City Council. 


Should the City Council decide to fund this request, staff recommends using proceeds 
from the Business Attraction Loan Fund (BALF). The BALF was established in 2005 
when Council chose to use proceeds from the sale of surplus water to create this fund. 
Since the inception of the fund, the City has made six loans; one has been paid-off and 
five are outstanding. The last loan was issued in 2009 for the costs associated with the 
Area 9 Specific Plan EIR. No loans have been made since then and the BALF’s fund 
balance is approximately $691,000. 


Consequently, the policy issue for the City Council’s consideration is whether or not to 
make a $25,000 contribution toward the reestablishment of the US Customs Office at 
the Santa Maria Public Airport. In addition, it should be noted that if Council authorizes 
this contribution, it would be staff's recommendation to do so with the understanding 
that similar contribution(s) would be recommended for inclusion in the 2016-18 budget 
so as to create a three-year seed money contribution. 


Impact to the Community: 

Adoption of the above recommended amendments to the 2015-16 City budget will allow 
municipal services to continue at current levels, and in some instances, actually 
enhance those “quality of life” type of issues facing the City. Accordingly, staff intends 
to continue to provide City residents and businesses with the most efficient and cost- 
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effective municipal services possible and continue to adhere to high standards of 
exceptional gervice to the community. 


RIC D J. FAYDON 
City Manager 


Attachments: A— Summary of Proposed Appropriations for Fiscal Year 2015-16 
B - Position Allocation by Department for 2015-16 
C —- Summary of Revenues for Fiscal Year 2015-16 
D - Fund Analysis for Fiscal Year 2015-16 
E - Windset Farms Proposal Regarding Return of Customs 
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ATTACHMENT A 


Summary of Proposed Appropriations for Fiscal Year 2015-16 


GENERAL FUND: 
Police 
Fire 
Public Works 
Recreation & Parks 
Community Development 
City Attorney 
City Manager 
Administrative Services 
Mayor & Council 

Sub-Total General Fund 


MEASURE U FUND: 

Police 

Fire 

Recreation & Parks 

Library 

City Attorney 

Administrative Services 
Sub-total Measure U Fund 
Total General Fund 


ENTERPRISE FUNDS: 
Water Resources 
Solid Waste 
Public Transit 
Radio Enterprise 
Total Enterprise Funds 


SPECIAL REVENUE FUNDS: 
Library 
Park Acq. & Dev. (Quimby) 
Park Residential Development Tax 
Business Attraction Loan 
County Measure A 
CDBG - Block Grant 
Public Access TV 
Traffic Safety 
Total Special Revenue Funds 


TOTAL OPERATING FUNDS 


LANDSCAPE MAINTENANCE SERVICES & MITIGATION FUNDS: 


Growth Mitigation 
Landscape Maintenance Services 
Stowell Parking & Lighting 
Total Landscape Services & 
Mitigation 


PREVIOUSLY PROPOSED 
ADOPTED RESOURCES INCREASE/ 
2015-16 2015-16 (DECREASE) 
$ 24,022,700 $ 26,048,510 $ 2,025,810 
9,396,630 9,950,670 564,040 
2,544,790 2,826,220 281,430 
8,666,960 9,188,560 521,600 
2,847,840 3,094,420 246,580 
4,146,260 4,210,220 63,960 
2,591,770 2,945,750 353,980 
6,684,500 8,254,490 1,569,990 
185,960 187,500 1,540 
58,087,410 63,706,340 5,618,930 
2,099,770 2,165,640 65,870 
1,741,050 1,879,690 138,640 
154,350 162,700 8,350 
57,790 89,340 31,550 
73,200 102,270 29,070 
108,730 108,730 
4,234,890 4,508,370 273,480 
62,322,300 68,214,710 5,892,410 
47,422,630 47,831,730 409,100 
22,151,550 22,243,570 92,020 
8,689,090 9,077,550 388,460 
500,000 500,000 
78,263,270 79,652,850 1,389,580 
2,907,080 3,004,080 97,000 
80,000 80,000 
90,000 90,000 
128,000 128,000 
4,789,640 4,897,450 107,810 
4,312,830 1,316,060 3,230 
256,770 235,800 (20,970) 
920,000 920,000 
10,356,320 10,671,390 315,070 
150,941,890 158,538,950 7,597,060 
13,110 13,110 
4,759,360 5,163,710 404,350 
40,130 40,170 40 
4,812,600 5,216,990 404,390 
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ATTACHMENT A 
Summary of Proposed Appropriations for Fiscal Year 2015-16 


PREVIOUSLY PROPOSED 
ADOPTED RESOURCES INCREASE/ 
2015-16 2015-16 (DECREASE) 
CAPITAL PROJECT FUNDS: 
General Capital Projects Fund 12,390 2,857,790 2,845,400 
Gas Tax & Local Transportation 2,449,240 2,549,480 100,240 
Developer/Grant Street Projects 650,000 650,000 
Total Capital Project Funds 3,111,630 6,057,270 2,945,640 
INTERNAL SERVICE FUNDS: 
Fleet Services 8,456,790 8,512,830 56,040 
Equipment 1,332,900 1,584,210 251,310 
LEAF Fund 1,262,170 3,562,100 2,299,930 
Insurance 3,182,990 3,210,140 27,150 
Total Internal Service Funds 14,234,850 16,869,280 2,634,430 


TOTAL CITY APPROPRIATIONS $ 173,100,970 $ 186,682,490 $ 13,581,520 


ATTACHMENT B 
Position Allocation by Department for 2015-16 


PREVIOUSLY PROPOSED INCREASE/ 
DEPARTMENT STATUS AUTHORIZED 2015-16 (DECREASE) 
Police FT 170 174 4 


Add three (3} Police Officers and one (1) Assistant Identification Technician 


Fire FT 60 60 0 
PT 1 1 0 
61 61 0 
Utilities FT 85 86 1 
PT 3 3 0 
88 89 4 
Add one (1) Water Quality Programs Manager 
Public Works FT 44 45 1 
PT 14 14 0 
58 59 1 
Add one (1) Facilities Supervisor 
Recreation & Parks FT 40 40 0 
PT 44 44 0 
84 84 0 
Library FT 13 13 0 
PT 15 1 0 
28 28 0 
Community Development FT 22 23 1 
PT 1 0 (1) 
23 23 0 
Add one (1) Building Permit Technician, delete one (1) PT Clerk If 
Attorney FT 11 14 0 
City Manager FT 12 12 0 
PT 3 3 0 
15 15 0 
Administrative Services FT 26 26 0 
PT ie) 1 1 
26 27 4 


Add one (1) PT Account Clerk Aide 


TOTAL FULL-TIME (FT) 483 490 7 
TOTAL PART-TIME (PT) 81 81 0 
GRAND TOTAL 564 571 7 


ATTACHMENT C 


Summary of Revenues For Fiscal Year 2015-16 


GENERAL FUND: 
Taxes: 
Property Tax 
Sales Tax 
Transient Occupancy Tax 
Other Taxes 
Total Taxes 


Revenues from Other Agencies. 
Other Subventions 
Total Revenues from Other Agencies 


Charges for Services 
Impacted Soil & Surplus Water 
Other Charges for Services 
Tota! Charges for Services 


Other Revenues 

Licenses, Permits, & Fines 

Interest and Use of Property 

Transfers 

TOTAL GENERAL FUND REVENUES 


MEASURE U FUND: 
Transactions & Use Tax 
Interest and Use of Property 

Total Measure U Revenue 


ENTERPRISE FUNDS: 

Water Resources: 
Charges for Services 
Interest and Use of Property 
Other Revenue 

Total Water Resources Revenue 


Solid Waste: 
Charges for Services 
Interest and Use of Property 
Other Revenue 

Total Solid Waste Revenue 


Public Transit: 
Revenue From Other Agencies 
Passenger Fares 
Other Revenue 

Total Public Transit Revenue 


Radio Fund: 
Revenue From Other Agencies 
Revenue From Internal Departments 
Other Revenue 

Total Radio Fund Revenue 

TOTAL ENTERPRISE FUND REVENUES 


PREVIOUSLY 
ADOPTED PROPOSED INCREASE 
2015-16 2015-16 (DECREASE, 
$ 15,416,970 $ 15,990,970 $ 574,000 
19,529,340 21,397,000 1,867,660 
3,032,640 3,050,000 17,360 
5,162,220 4,998,000 164,220 
43,141,170 45,435,970 2,294,800 
766,050 914,580 148,530 
766.050 914,580 148,530 
770,000 1,865,000 1,095,000 
3,770,710 3,739,960 (30,750) 
4,540,710 5,604,960 1,064,250 
89,850 87,600 (2,250) 
2.337.400 2,409,250 71,850 
773,690 822,730 49,040 
6,093,460 8,431,250 2.337,790 
57.742.330 63,706,340 §,964,010 
4,006,930 4,176,000 169,070 
1,200 1,200 
__4,006.930 4.177.200 170,270 
40,122,210 42,225,860 2,103,650 
180,000 200,000 20,000 
516.760 602.560 85.800 
40,818,970 43,028 420 2,209,450 
19,788,000 20,030,000 242,000 
507,530 500,000 (7,530) 
137,000 186,200 49,200 
20,432,530 20,716,200 283,670 
7,475,010 7,300,320 (174,690) 
804,000 859,600 55,600 
950,490 829.050 121,440 
9,229,500 8,988,970 (240.530. 
353,870 353,870 
109,500 109,500 
: 463,370 463,370 
70,481,000 73,196,960 2,715,960 
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ATTACHMENT C 


Summary of Revenues For Fiscal Year 2015-16 


SPECIAL REVENUE FUNDS: 
Library 
Park Acquisition & Development 
Park Residential Development Tax 
Business Attraction Loan 
County Measure A 
CDBG - Block Grant 
Public Access TV 
Traffic Safety 

TOTAL SPECIAL REVENUE FUNDS 


TOTAL OPERATING FUNDS 


LANDSCAPE SERVICES, MITIGATION & GRANT FUNDS: 


Growth Mitigation 
Landscape Services 
Stowell Parking & Lighting 
Grant Funds 

TOTAL ASSESSMENT, 
MITIGATION & GRANT FUNDS 


CAPITAL PROJECTS FUNDS: 
General Fund 
Gas Tax & Local Transportation 
Developer/Grant Street Projects 
TOTAL CAPITAL PROJECTS FUNDS 


INTERNAL SERVICE FUNDS: 
Fleet Services 
Equipment 
Insurance 
TOTAL INTERNAL SERVICE FUNDS 


TOTAL CITY REVENUES 


168,428,440 


185,988,260 


PREVIOUSLY 
ADOPTED PROPOSED INCREASE 
2015-16 2015-16 (DECREASE) 
2,710,050 2,792,970 82,920 
909,050 1,241,700 332,650 
91,010 1,209,730 1,118,720 
105,850 103,310 (2,540) 
5,018,090 4,872,320 (145,770) 
1,357,930 1,355,600 (2,330) 
277,200 251,650 (25,550) 
920,000 970,000 50,000 
11,389,180 12,797,280 4,408,100 
143,619,440 153,877,780 10,258,340 
3,798,820 7,778,440 3,979,620 
4,080,510 4,556,080 475,570 
49,120 49,420 300 
65,530 149,300 83.770 
7,993,980 12,533,240 4,539,260 
106,130 2,606,130 2,800,000 
2,631,110 2,224,110 (407,000) 
2,627,050 810,250 (1,816,800) 
5,364,290 5,640,490 ______276,200_ 
6,523,150 6,754,410 231,260 
1,681,710 3,336,470 4,654,760 
3,245,870 3,845,870 600,000 
411,450,730 13,936,750 2,486,020 
$ $ 


$ 17,559,820 


0 jueu 


ATTACHMENT D 


Fund Analysis for Fiscal Year 2015-16 


GENERAL FUND 
MEASURE U 
Total Generat Fund: 


ENTERPRISE FUNDS 
Water Resources 
Solid Waste 
Public Transit 
Radio 
Total Enterprise Funds: 


SPECIAL REVENUE FUNDS 

Library 
Park Acq. & Dev. (Quimby) 
Residential Development Tax 
Business Attraction Loan 
County Measure A 
CDBG - Block Grant 
Public Access TV 
Traffic Safety 

Total Special Revenue Funds: 


TOTAL OPERATING FUNDS 


LANDSCAPE SERVICES, MITIGATION & GRANT FUNDS 


Growth Mitigation 
Landscape Maintenance Services 
Stowell Parking & Lighting 
Grant Funds 
Total Landscape Services, 
Mitigation & Grant Funds: 


CAPITAL PROJECTS FUNDS 
General Capital Projects Fund 
Gas Tax & Local Transportation 
Developer / Grant Street Projects 

Total Capital Projects Funds: 


INTERNAL SERVICE FUNDS 
Fleet Services 
Equipment 
LEAF Fund 
Insurance Funds. 


Total Internal Service Funds: 


GRAND TOTAL 


Estimated Estimated 
06/3015 Fiscal Year 2015-16 Activity 06/30/16 
Unrestricted Resources Uses Unrestricted 
Fund Balance Revenue Transfers In Appropriations Transfers Out Fund Balance 
$ 10,098,560 $ 55,275,090 $ 9,431,250 $ 59,779,050 $ 3,927,290 $ 10,098,560 
594,990 4,177,200 4,402,240 106,130 263.820 
10,693,550 59,452,290 8.431250 64,181,290 4,033,420 10,362,380 
$1,485,960 43,028,420 47,262,510 569,220 46,682,650 
46,013,500 20,716,200 21,709,100 534,470 44,486,130 
1,287,270 8,988,970 8,960,540 117,010 1,198,690 
463,370 500,000 (36,630) 
98,786,730 73,196,960 78,432,150 1,220,700 92,330,840 
166,050 1,129,310 1,663,660 3,004,080 (45,060) 
45,310 1,241,700 80,000 4,207,010 
249,880 1,209,730 90,000 1,369,610 
722,120 103,310 128,000 697,430 
3,186,720 4,662,320 210,000 3,721,790 1,175,660 3,161,590 
320,230 1,355,600 1,050,260 265,800 359,770 
177,480 251,660 224,660 11,140 193,330 
17,980 970,000 25,250 894,750 67,980 
4.885770 10,923.620 1,873,660 8,324,040 2,347,350 7,011,660 
114,366,050 143,572,870 10,304,910 150,937,480 7,601,470 109,704,880 
(856,280) 7,778,440 13,110 6,909,050 
2,526,740 2,808,590 1,747,490 3,772,030 1,391,680 1,919,110 
{27,050) 49,420 39,360 810 (17,800) 
636,120 149,300 785,420 
2,279,530 10,785,750 1,747,490 3,824,500 1,392,490 9,595,780 
4,394,890 2,500,000 106,130 2,857,790 4,143,230 
2,691,660 2,224,410 1,891,060 656,420 2,366,290 
(279,580) 810,250 650,000 (119,330) 
6,806,970 5,534,360 106,130 5,398,850 658,420 6,390,190 
9,705,530 6,754,410 8,388,430 124,400 7,947,140 
3,851,040 2,036,470 1,300,000 1,573,060 17,150 §,603,300 
6,272,680 3,562,100 2,710,580 
565,640 3.845.870 3,101,640 108,500 1,201,370 
20,394,890 12,636,750 1,300,000 13,063,130 3,806,150 17,462,360 
$ 143,847,440 $ 172,529,730 $ 13,458,530 $ 173,223,960 $13,458,530 $ 143,153,210 
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Proposal to the Santa Maria City 
Council for the Return of Customs 
Services to Santa Maria Airport (smx) 


Summary 


In 2008 Windset made the decision to choose Santa Maria as its base of U.S operations due to 
its geographic location, excellent climate, availability of labor and business friendly 
environment. Since then Windset has invested over $200,000,000 to build a state-of-the-art 
facility and we now have over 50 full time management and staff and over 650 farm labor 
contract workers. Over the next few years, we are intending to expand our operations in a 
meaningful way. Not only have we built a business here in the valley but many of us have made 
Santa Maria home. Windset Farms is a frequent user of the airport with regular trips to and 
from our operations in Canada, Mexico and the United States. 


From 2006 to 2009 U.S Customs was in place at the airport providing a much needed entry point 
for aircraft arriving from outside the U.S, To establish this service, over $218,000 was spent on 
infrastructure, primarily to set up the Customs office on the airport property. 


Unfortunately after many years it closed due to lack of exposure and support. The economic 
downturn in 2008 all but guaranteed its closure due to the drop in business aircraft travel. 


Windset is proposing to take the lead and make a sizable contribution towards the re-opening of 
the Customs service and we would like the City to consider assistance in this regard. 


Mindset Farms 


Airport Value to the Local Economy 


The Santa Maria Airport serves as a vital hub creating economic activity resulting from 
commercial, military, helicopter transport, fire-fighting, government, personal and business 
aircraft flights. Over the past five years, Windset has regularly welcomed customers and industry 
colleagues to Santa Maria from Mexico, Canada and abroad. Many use private aircraft and 
would have benefitted greatly from this type of service. 


t (805) 314-2800 f (805) 346-6265 w_ windsetfarms.corr 
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Having Customs available to clear passengers into the U.S on incoming international flights 
would make it more efficient and provide better access for citizens, tourists and business in the 
local area. 


The potential economic benefit is staggering. If as a result of having been exposed to the 
beautiful Santa Maria valley, one business relocated to Santa Maria, the multiplier effect on 
investment is generally accepted to be 10x the original investment. Meaning a $100,000,000 
investment generates over a billion dollars of economic activity. 


Customs Value to Local Business & Travelers 


The Airport Board voted to terminate the Customs service after a significant drop in landings 
resulted in insufficient revenue to offset costs. Marketing of this service was limited and 
eventually the financial feasibility was lost prompting the closure. With the improvement of the 
economy, business aircraft traffic is recovering and the FAA is predicting strong growth over the 
next two decades. 


Planes returning from Overseas, Mexico or Canada coming into the South Western States have 
limited options — either the busy and overcrowded LAX, San Diego or SFO airports — or a smaller 
airport inland such as Las Vegas or Palm Springs. Currently Santa Barbara doesn’t offer Customs 
service, but has a large fleet of private aircraft that regularly travel into Canada or Mexico and 
would likely use this service in Santa Maria given its close proximity. 


The renewal of this service would provide a high level of convenience for government, corporate 
and private aircraft travelling up and down the West Coast of North America. Santa Maria would 
benefit from increased exposure to business decision makers, governmental officials and high 
net worth individuals. 


Why Santa Marla? 


Windset is proposing to bring back the Customs service as Santa Maria is perfectly located 
between two major airports (LAX & SFO). Year round weather in the valley is perfectly suited for 
flight operations. There is considerable air space availability making for much less crowded skies 
and very efficient landing and takeoff operations. 


The Central Coast Jet Center offers many services to aircraft has recently undergone a significant 
remodel making it a world-class fixed base operator. 


The Customs facility is already in place and is currently sitting unused. Re-establishment of the 
service can be done efficiently without a significant up-front cost. 


1650 Black Road at 
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Initiative 


Windset Farms who frequently uses the airport (but currently clears Customs in either Boeing 
Field, Portland or Sacramento) has proposed to the Airport Authority to be the founding partner 
to help in the return of the service to the airport. As a kick start to encourage the support of 
others, Windset has committed $375,000 over the next five years to re-establish service. The 
annual costs to run the service are estimated at $185,000. Windset will pay $75,000 per year, 
leaving $110,000 to cover the costs fully. If the City contributes $25,000 per year, $85,000 is 
remaining. 


Historically, there have been 3 users per month generating $15,000 of annual revenue. This 
leaves $70,000 a year not covered, At an average of $400 per landing, 175 additional flights 
would be required annually — or 14 per month to break even. 


As a relevant industry comparison, Palm Springs airport has operated customs for over thirteen 
years, They average 400 aircraft annually (or about 33 per month). 


With a targeted marketing campaign for Flight Planners, Pilots, Private Jet Operators, and Fixed 
Base Operations, we believe Santa Maria can become the preferred hub for aircraft seeking an 
easily accessible customs experience — and that attracting an additional 14 flights a month is 
achievable over the next few years. 


In support of this important economic initiative, Windset is asking the City to contemplate 
funding in the amount of $25,000 per year, for a period of three years. 


Windset believes that after several years, with an effective, coordinated, and sustained 
marketing effort that this service can be fully funded by its ongoing user group. It is important 
that the proper resources be allocated to this initiative to ensure the successful long-term 
operation of this type of service. Windset is offering to provide additional support to the 
marketing effort through its significant contacts within the private aircraft industry. 


Thank you for your consideration in this matter. If you have any additional questions, please feel 
free to call me at the number below. 
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David Wesley 
Director — Projects 
Windset Farms 
(805) 868-1124 
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